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district in which the property is situ-
ated. In any case where a single parcel
of real estate is situated in more than
one internal revenue district, the Com-
missioner may designate in writing a
district director who shall have charge
of and be responsible for the entire
property.

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
7027, 35 FR 3806, Feb. 27, 1970; T.D. 7305, 39 FR
9953, Mar. 15, 1974]

§ 301.7507–1 Banks and trust compa-
nies covered.

(a) Section 7507 applies to any na-
tional bank, or bank or trust company
organized under State law, a substan-
tial portion of the business of which
consists of receiving deposits and mak-
ing loans and discounts, and which
has—

(1) Ceased to do business by reason of
insolvency or bankruptcy, or

(2) Been released or discharged from
its liability to its depositors for any
part of their deposit claims, and the de-
positors have accepted in lieu thereof a
lien upon its subsequent earnings or
claims against its assets either (i) seg-
regated and held by it for benefit of the
depositors or (ii) transferred to an indi-
vidual or corporate trustee or agent
who liquidates, holds or operates the
assets for the benefit of the depositors.

(b) As used in this section and
§§ 301.7507–2 to 301.7507–11, inclusive:

(1) The term bank, unless otherwise
indicated by the context, means any
national bank, or bank or trust com-
pany organized under State law, within
the scope of section 7507.

(2) The terms statute of limitations and
limitations mean all applicable provi-
sions of law (including section 7507)
which impose, change, or affect the
limitations, conditions, or require-
ments relative to the allowance of re-
funds and abatements or the assess-
ment or collection of tax, as the case
may be.

(3) The term segregated assets includes
transferred or trusteed assets, or assets
set aside or earmarked, to all or a por-
tion of which, or the proceeds of which,
the depositors are absolutely or condi-
tionally entitled.

(4) The term ceased to do business
means the bank no longer accepts de-
posits or makes loans and discounts,

and is winding up its affairs and is in
the process of liquidating its assets to
pay depositors. A bank will not be con-
sidered to have ceased to do business
on account of a transaction in which
the bank—

(i) Transfers assets and liabilities to
a Bridge Bank in a transfer described
in § 1.597–4 of this chapter;

(ii) Transfers assets and liabilities to
any person in a transaction to which
section 381(a) applies or in which the
transferee receives property with a
transferred basis;

(iii) Transfers assets or liabilities to
any person in a transaction in which
Federal Financial Assistance (as de-
fined in section 597) is provided to any
party to the transaction, unless all the
Federal Financial Assistance is deposit
insurance under § 301.7507–9(d); or

(iv) Transfers assets or liabilities to
any person in a transaction similar to
any transaction described in para-
graphs (b)(4)(i) through (iii) of this sec-
tion. This paragraph (b)(4) applies to
taxable years ending on or after April
22, 1992.

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
8641, 60 FR 66105, Dec. 21, 1995]

§ 301.7507–2 Scope of section generally.

(a) Purpose. Section 7507 is intended
to assist depositors of a bank which
had ceased to do business by reason of
insolvency to recover their deposits, by
prohibiting collection of taxes of the
bank which would diminish the assets
necessary for payment of its depositors
and also assist depositors of banks
which are in financial difficulties but
which, in certain conditions, continue
in business.

(b) Requisites of application. In order
that section 7507 shall operate in a case
where the bank continues business it is
necessary that the depositors shall
agree to accept, in lieu of all or a part
of their deposit claims as such, claims
against segregated assets, or a lien
upon subsequent earnings of the bank,
or both. When such an agreement ex-
ists, no tax diminishing such assets or
earnings, or both, otherwise available
and necessary for payment of deposi-
tors, may be collected therefrom. If,
under such an agreement, the deposi-
tors have the right also to look to the
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unsegregated assets of the bank for re-
covery, in whole or in part, the unseg-
regated assets are likewise, until they
exceed the amount of the depositors’
claims chargeable thereto, unavailable
for tax collection. Any tax of such a
bank, or part of any tax, which is once
uncollectible under section 7507, cannot
thereafter be collected except from any
residue of segregated assets remaining
after claims of depositors against such
assets have been paid.

(c) Interest. For the purposes of sec-
tion 7507, depositors’ claims include
bona fide interest, either on the depos-
its as such, or on the claims accepted
in lieu of deposits as such.

(d) Limitations on immunity. Section
7507 is not primarily intended for the
relief of banks as such. It does not pre-
vent tax collection, from assets not
necessary, or not available, for pay-
ment of depositors, from a bank within
section 7507(a), at any time within the
statute of limitations. In other words,
the immunity of such a bank is not
complete, but ceases whenever, within
the statutory period for collection, it
becomes possible to make collection
without diminishing assets necessary
for payment of depositors. In the case
of a bank within section 7507(b), any
immunity to which the bank is entitled
is absolute except as to segregated as-
sets. Any tax coming within such im-
munity may never be collected. With
respect to segregated assets, such a
bank is subject to the same rule as a
bank within section 7507(a), that is to
say, after claims of depositors against
segregated assets have been paid, any
surplus is subject, within the statute of
limitations, to collection of any tax,
due at any time, the collection of
which was suspended by the section.
The section is not for the relief of
creditors other than depositors, al-
though it may incidentally operate for
their benefit. See § 301.7507–4 and para-
graph (b) of § 301.7507–9.

§ 301.7507–3 Segregated or transferred
assets.

(a) In general. In a case involving seg-
regated or transferred assets, it is not
necessary, for application of section
7507, that the assets shall technically
constitute a trust fund. It is sufficient
that segregated assets be definitely

separated from other assets of the bank
and that transferred assets be defi-
nitely separated both from other assets
of the bank and from other assets held
or owned by the trustee or agent to
whom assets of the bank have been
transferred; that the bank be wholly or
partially released from liability for re-
payment of deposits as such; and that
the depositors have claims against the
separated assets. Any excess of sepa-
rated assets over the amount necessary
for payment of such depositors will be
available for tax collection after full
payment of depositors’ claims under
the agreement against such assets. But
see paragraph (a) of § 301.7507–9.

(b) Corporate transferees. Where the
segregated assets are transferred to a
separate corporate trustee or corporate
agent, the assets and earnings there-
from are within the protection of the
section, until full payment of deposi-
tors’ claims against such assets and
earnings, no matter by whom the stock
of such corporation is held, and no
matter whether the assets be liq-
uidated or operated or held for benefit
of the depositors.

§ 301.7507–4 Unsegregated assets.
(a) Depositors’ claims against assets. (1)

Claims of depositors, to the extent that
they are to be satisfied out of seg-
regated assets, will not be considered
in determining the availability of un-
segregated assets for tax collection. If
depositors have agreed to accept pay-
ment out of segregated assets only, col-
lection of tax from unsegregated assets
will not diminish the assets available
and necessary for payment of the de-
positors’ claims. Thus, it may be pos-
sible to collect taxes from the unsegre-
gated assets of a bank although the
segregated assets are immune under
the section.

(2) If the unsegregated assets of the
bank are subject to any portion of the
depositors’ claims, such unsegregated
assets will be within the immunity of
the section only to the extent nec-
essary to satisfy the claims to which
such assets are subject. Taxes will still
be collectible from the unsegregated
assets to the extent of the amount by
which the total value of such assets ex-
ceeds the liability to depositors to be
satisfied therefrom. Therefore, if, for
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